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The year in brief 

1974 

1973 

Financial 

Revenues 

$20,491,049,000 

$12,755,552,000 

Net income 

$ 1,047,446,000 

$ 849,312,000 

Per share (based on average shares outstanding) 

$10.28 

$ 8.34 

Cash dividends 

$ 325,946,000 

$ 285,121,000 

Per share 

$ 3.20 

$ 2.80 

Shareholders’ equity (end of year) 

$ 6,436,366,000 

$ 5,714,772,000 

Per share (based on shares outstanding at end of year) 

$63.19 

$56.11 

Capital and exploration outlays 

$ 1,639,426,000 

$ 1,333,704,000 

Total assets (end of year) 

$14,074,290,000 

~ $10,690,431,000 

Operating* (barrels daily, except natural gas) 

Gross production of crude oil and natural gas liquids 
(including quantities received under long-term and special arrangements) 

2,462,000 

2,507,000 

Gross natural gas production (thousands of cubic feet daily) 

3,581,000 

3,682,000 

Refinery runs for Mobil 

2,144,000 

2,365,000 

Petroleum product sales 

2,270,000 

2,482,000 


‘Operating statistics include the corporation’s interest in the operations of companies owned 50% or less. 


An important part of the domestic and foreign operations covered by this report is carried on by operating divisions, subsidiaries, and affiliates conducting their respective businesses 
under the direction and control of their own managements. Except as otherwise indicated by the context, this report uses such terms as ‘Mobil Oil,’ ‘Mobil,’ ‘corporation,’ ‘company,’ ‘we,’ 
and ‘our,’ sometimes for the parent corporation and all such divisions, subsidiaries, and affiliates collectively, and sometimes for one or more of them, except that such terms do not 
include Marcor Inc. 

Additional data are contained in a separate report, Financial and Operating Statistics 1974, and in the Annual Report on Form 10-K filed with the 
Securities and Exchange Commission. For copies, write the Secretary, Room 2500, Mobil Oil Corporation, 150 East 42nd Street, New York, N.Y. 10017. 
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To our shareholders 



Rawleigh Warner, Jr., above, and W. P. Tavoulareas 
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Ne I Income 


(In millions) 

Petroleum 
operations 
United States 

1974 

$ 292 

1973 

$258 

% 

Increase 

(Decrease) 

13% 

Petroleum 




operations 




Foreign 

654 

558 

17% 

Chemical 




operations 

106 

36 

199% 

Other 

(5) 

(3) 

- 

Total 

$1,047 

$849 

23% 

Total, exclud 




ing foreign in 

- 



ventory profits $ 722 

$809 

(ii>% 


In 1974, Mobil’s earnings 
amounted to $1,047 million, or 
$10.28 a share, a rise of 23.3% 
above 1973 earnings of $849 mil¬ 
lion, or $8.34 a share. For the 
14th consecutive year Mobil’s 
dividend payment increased. The 
company paid $3.20 a share in 
1974, compared with $2.80 a 
share in 1973. In January, 1975, 
the directors further increased 
the quarterly dividend to 85 cents 
from 80 cents a share. 

In contrast to the first nine 
months, when worldwide earn¬ 
ings increased sharply, fourth- 
quarter 1974 earnings declined 
by 48% from the 1973 fourth 
quarter. 

In the first half of 1974, as in the 
year 1973, currency translation 
contributed to our earnings 
growth as the dollar continued to 
weaken in relation to foreign 
currencies. In the second half of 
1974, however, when the dollar 
was stronger than in the second 
half of 1973, currency translation 
became an important negative 
factor in our earnings. As a result, 
for the full year 1974 we had a 
negative currency impact 
amounting to $80 million. 

More than offsetting the currency 
effect and contributing very 
substantially to our foreign earn¬ 
ings improvement in 1974 were 
inventory profits amounting to 
$325 million. Because Mobil fol¬ 
lows the average-cost method 
of inventory accounting in foreign 
operations, inventory valuation 
changes that followed the sharp 
increases in foreign crude oil 
costs at the beginning of 1974 
were spread throughout the year. 
These 1974 inventory profits had 
to be fully reinvested in replace¬ 
ment stocks at the higher costs. 
Without these non-recurring 
inventory profits, totally from for¬ 


eign operations, Mobil’s world¬ 
wide earnings for the full year 
would have declined 11% instead 
of rising 23%. 

Earnings from foreign oil opera¬ 
tions varied according to the 
delays we experienced in differ¬ 
ent markets in recovering suc¬ 
cessive increases in the cost for 
crude oil. These delays were 
most notable in the fourth quar¬ 
ter, when crude oil cost increases 
coincided with reduced product 
demand resulting from the world¬ 
wide economic slowdown and 
conservation efforts. 

Earnings from U.S. petroleum 
operations increased 13% for the 
year. Income from the produc¬ 
tion of oil and gas more than 
accounted for this increase. 

The oil industry remains the only 
industry in the United States 
subject to price controls. We 
were unable throughout the year 
to recover in the marketplace 
the substantially rising operating 
costs of our refining and market¬ 
ing operations. In fact, results 
for these operations were nega¬ 
tive for the year and substantially 
worse than in 1973. In view of 
this situation, Mobil reduced its 
plans to make new commitments 
in U.S. marketing and manu¬ 
facturing facilities. 

Mobil’s chemical earnings were 
up sharply worldwide and were a 
significant contributor to our 
1974 results. Most of the gain re¬ 
sulted from increased prices 
for chemical products, chiefly 
petrochemicals, and improved 
profitability in the plastics divi¬ 
sion. Some weaknesses, however, 
developed in demand and in 
prices toward the end of the year. 

In our own country, widespread 
misunderstanding of the nature of 


oil-company profits has resulted 
from the impact of foreign 
inventory valuation and currency 
translation on our worldwide 
profits. Aggravated by the gaso¬ 
line shortage that resulted from 
the Arab embargo, such mis¬ 
understanding has stimulated 
proposals that would seriously 
inhibit the oil industry. These 
include changes in the income 
tax laws that would reduce the 
incentive to search for oil and gas 
in this country. 

We are hopeful, nevertheless, 
that, in the final analysis, Con¬ 
gress and the Administration will 
evolve an energy program that 
will allow efficient oil companies 
to earn a reasonable rate of 
return. We strongly believe that it 
is the best way for the nation to 
solve its energy problems. 

For our part, we have directed an 
increasing proportion of our 
investment funds to the search 
for oil and gas in the United 
States. We spent $477 million at 
four federal lease sales of Gulf of 
Mexico acreage in 1974. This 
was an important reason for the 
increase in our worldwide capital 
and exploration outlays, which 
exceeded $1.6 billion in 1974, 
exclusive of the acquisition of a 
majority interest in Marcor Inc. 
We anticipate our worldwide 
capital and exploration expendi¬ 
tures for 1975 will be $1.8 billion. 
As in 1974, more than half will be 
made in the United States, with 
the main portion of U.S. outlays 
scheduled for exploration and 
producing. 

Although we have been making 
record outlays in our basic busi¬ 
ness, the uncertainties facing 
the oil industry impelled us to 
broaden the base of Mobil’s earn¬ 
ings. We sought investment in 
a business field different from 
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those we have been in up to now 
in order to obtain a new and 
substantial source of income 
within the United States. 

Accordingly, in 1974 we imple¬ 
mented a diversification policy 
we initiated a number of years 
ago. After a wide search and a 
thorough analytical study, we 
made a tender offer in August for 
shares that would give us a 
majority interest in Marcor Inc., 
the parent company of Mont¬ 
gomery Ward & Co., Incorporated, 
and Container Corporation of 
America. The transaction was 
completed on September 24. 
Marcor has outstanding manage¬ 
ment and its performance against 
strong competition has been im¬ 
pressive. We are convinced it will 
be a sound investment for Mobil. 

In October, three Marcor execu¬ 
tives were elected to the Mobil 
Board of Directors. They are: Leo 
H. Schoenhofen, chairman and 
chief executive officer of Marcor; 
Edward S. Donnell, president of 
Marcor and chief executive of 
Montgomery Ward; and Henry G. 
Van der Eb, chairman and chief 
executive officer of Container 
Corporation. In November, four 
officers of Mobil—Rawleigh 
Warner, Jr., William P. Tavoul- 
areas, James Q. Riordan, and 
Lawrence M. Woods—were 
elected directors of Marcor. 

During the year, various external 
events had a direct or potential 
impact on our business. 

The oil embargoes imposed by 
Arab countries in October, 1973, 
were for the most part lifted in the 
spring of 1974. Other steps taken 
by the governments of various 
oil-producing countries, how¬ 
ever, increased crude oil costs 
even beyond the high level im¬ 
posed in January, 1974. Because 


costs remain uncertain and 
because decisions by various 
governments most likely will be 
retroactive, Mobil, like other com¬ 
panies, had to estimate the cost 
of oil obtained overseas during 
1974. At year end, the average 
cost of the crude oil we were ob¬ 
taining in the Persian Gulf was 
nearly five times the level of 
early October, 1973. Among the 
elements pushing up the cost of 
crude oil was increased or ac¬ 
celerated participation by various 
governments in oil-producing 
concessions. 

Many questions are yet to be 
resolved concerning our future 
relationship with the governments 
of oil-exporting countries. We 
firmly believe, however, that pro¬ 
ducing countries—as well as 
consuming countries—will recog¬ 
nize that international oil com¬ 
panies like Mobil must continue 
to be viable entities to do the job 
that must be done. There can 
be no question that companies 
like ours perform a service no 
other institution performs. During 
the production cutbacks and 
embargoes of the 1973-74 winter, 
Mobil and the other international 
oil companies smoothed out 
the difficult transition from abun¬ 
dance to .shortage. We did so 
by operating in competition with 
each other and in response to 
economic forces. It was a classic 
demonstration of the unique 
and essential role we play. 

So that we can continue to play 
our role, at home as well as 
abroad, we are eager to expand 
our petroleum investments. But 
the opportunities must be avail¬ 
able and the climate attractive. 

We take the initiative in bringing 
our viewpoint to the public when 
we encounter attitudes in govern¬ 
ment, as well as in newspapers, 
TV, and radio, that display mis¬ 


understanding of the causes of 
the energy problem and hostility 
toward companies like Mobil that 
can deal with the problem. Our 
most recent effort was a series of 
10 messages on national energy 
policy which appeared in many 
newspapers and attracted wide 
attention. 


Albert L. Nickerson has elected 
to retire as a director in 1975. 

Mr. Nickerson joined Mobil in 
1933 and was elected to the board 
in 1946. Beginning in 1958, when 
he became chief executive 
officer, Mr. Nickerson carried out 
a major reorganization and skill¬ 
fully guided Mobil through one 
of the most difficult periods in its 
history. He reshaped the com¬ 
pany in a way that had a lasting 
and positive effect and laid the 
basis for the progress we have 
been able to achieve in recent 
years. After his retirement as 
chairman in 1969, Mr. Nickerson 
agreed to continue serving on 
the board, and he provided wise 
and valuable counsel in the years 
to follow. We shall miss his 
unique and vital contributions. 


In this time of accelerating 
change and increasingly com¬ 
plex problems, we would like to 
express our admiration and grati¬ 
tude for the efforts of Mobil 
employees. We value, also, the 
understanding of our share¬ 
holders. With the support of both 
groups, we are confident Mobil 
will continue as a successful and 
effective enterprise. 


March 3,1975 




Rawleigh Warner, Jr. 
Chairman 


CLA 


W. P. Tavoulareas 
President 
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West Germany... New refinery nears completion at Wilhelmshaven 











Gulf of Mexico... Production platform off Louisiana 











































































Nigeria... Mobil Pinnacle sea 














































Tunisia... Seismic crew at work in central Tunisia 





















Colorado... Men at the helm of new hydraulic fracturing test in Rocky Mountain gas field 


Half-billion spent 
on Gulf of 
Mexico leases 


The search for more energy 

The need to develop new energy 
sources became acute in 1974. 
The oil embargo, which extended 
into late March, and a quintu¬ 
pling of the cost of foreign crude, 
pressured the United States end 
other consuming nations into 
efforts to reduce consumption 
and broaden sources of supply. 

In the United States and other 
major importing countries, con¬ 
sumption of oil fell below the 
previous year for the first time 
in more than three decades. 

In order to increase its worldwide 
supplies, Mobil launched the 
largest oil-and-gas exploration 
effort in its history. In the United 
States, the company spent 
roughly twice as much on explor¬ 
ation and producing as in all 
other petroleum and chemical 
operations combined. Abroad, 
intensive efforts were made to 
reduce dependency on traditional 
producing areas. 

The increased exploration and 
producing programs continue 
to emphasize investments in 
the United States, as the follow¬ 
ing table indicates: 

Producing capital investments and 
exploration expenses* 

(In millions) 1974 1973 

tTsl $711 $530 

Other countries 231 177 

Total $942 $707 

‘including non-productive wells 

Mobil’s major exploration empha¬ 
sis in the United States in 1974 
was in the Gulf of Mexico, where 
the company spent $477 million 
in bonuses for federal leases 
in waters off Louisiana and Texas. 
The company has acquired inter¬ 
ests in 102 tracts in the Gulf since 
December, 1970, paying more 
than $1 billion. The total is more 
than any other company spent for 


leases in the Gulf in that period. 
During the year, wildcat drilling 
programs continued in the west¬ 
ern Gulf, with discoveries an¬ 
nounced on 11 Mobil-interest 
federal tracts. These are located 
in the South Pass area near the 
mouth of the Mississippi River; 
the South Timbalier, Grand Isle, 
South Marsh Island, and Eugene 
Island areas, all 10 to 80 miles 
off central Louisiana; the West 
Cameron area, about 100 miles 
off western Louisiana; and the 
High Island area offshore eastern 
Texas. Seven of the discoveries 
found gas and four found gas and 
oil. 

Meanwhile, field development 
in the Gulf has been moving for¬ 
ward rapidly. To bring new fields 
into production and expand 
existing production, four drilling 
and producing platforms were 
installed on Mobil-interest acre¬ 
age. Orders were placed for 
13 more to be delivered in 1975. 

In the largely unexplored eastern 
Gulf off Florida, Mobil paid $211 
million at the December, 1973, 
federal sale for its interests in six 
tracts on the Destin anticline. 

Five wells have been drilled on 
the anticline, all of them dry. 
Mobil has a 37.5% share in five 
tracts and 25% in the sixth. Addi¬ 
tional drilling on the acreage 
is planned. 

Abroad, six new agreements offer 
significant exploration oppor¬ 
tunities. In summary: 

In Libya, Mobil and the Libyan 
National Oil Corporation signed 
a production-sharing contract 
covering 6.75 million acres both 
on and offshore. 

In Egypt, two production-sharing 
arrangements were negotiated 
with Egyptian General Petroleum 


Corporation to explore 1.4 millior 
acres in the Western Desert and 
500,000 acres offshore in the Gulf 
of Suez. Production-sharing 
contracts entitle Mobil, as con¬ 
tractor, to a percentage of any oil 
discovered. 

Off South Vietnam, Mobil and 
a Japanese company obtained 
two concessions in 1974 covering 
a total of 2.5 million offshore 
acres. Seismic surveys began 
promptly. In addition, oil was 
discovered in the first wildcat well 
on offshore acreage acquired 
the previous year. Further testing 
and drilling are required to eval¬ 
uate the discovery. Mobil holds a 
51 % interest in the acreage. 

Offshore Trinidad and Tobago in 
the Atlantic, Mobil and a German 
company will explore a 300,000- 
acre area. 

Meanwhile, Mobil continued 
in 1974 to find significant new 
reserves in the North Sea where 
the company has carried on 
exploration since 1964. 

A new field, Statfjord, was dis¬ 
covered in Norwegian waters on 
acreage acquired in 1973. Four 
successful wells established 
reserves estimated at 2.5 to 3.5 
billion barrels. Initial production 
is expected in late 1977. Mobil 
is operator and holds a 15% 
interest. 

In the U.K. sector, appraisal drill¬ 
ing continued in Block 9/13, 
where Mobil discovered the Beryl 
field in 1972. This field is esti¬ 
mated to contain oil reserves 
ranging from one-half to three- 
quarters of a billion barrels. At 
year end, construction of a 40- 
well production facility, the first 
ever made from concrete, was 
near completion at Stavanger, 
Norway. The 200,000-ton platform 



















is scheduled to be towed to the 
Beryl field in June, 1975, and 
installed in 400 feet of water. Pro¬ 
duction should begin in the fourth 
quarter of 1975. Mobil is oper¬ 
ator and holds a 50% interest in 
Block 9/13. Further exploratory 
drilling in 1974 discovered an¬ 
other field in this block which 
requires additional evaluation. 

In other drilling in the U.K. sector, 
an extension of the Hutton field 
was discovered on atract in which 
Mobil holds a 20% interest. The 
field was initially discovered in 
1973 by others drilling on an ad¬ 
joining tract. Mobil production 
from Hutton would be handled by 
a pipeline to the Shetland Islands. 
The company has acquired 
a small interest in the line. 

Large new plant 

In Indonesia, appraisal drilling 
in the Arun gas field in North 
Sumatra continued during 1974. 
Initial production is expected 
by mid-1977. The field, one of the 
largest in Southeast Asia, is 
expected to produce more than 
one billion cubic feet of gas a day 
and about 100,000 barrels of 
condensate a day. The gas will be 
liquefied and shipped to Japan 
and, with government approval, 
to the U.S. West Coast. 

The liquefaction plant at Arun 
will be one of the largest of its 
kind in the world. It is being 
financed by its owner, Pertamina, 
the Indonesian state oil company. 
Mobil is providing supervisory 
and technical assistance in con¬ 
struction. 

Other highlights of major 
activities include: 

Canada—A gas discovery well 
in which Mobil holds a 59.5% 
interest was drilled in the Atlantic 


10 miles from Canada’s Sable 
Island. Additional drilling and 
evaluation are required to deter¬ 
mine the significance of this dis¬ 
covery and others in the Sable 
Island area. In northwest Canada, 
a gas discovery well was drilled 
in Mackenzie Delta acreage in 
which Mobil has a 25% interest. 
Appraisal drilling at this site and 
the sites of two earlier gas dis¬ 
coveries in the Delta is under way. 

Nigeria—Wildcat drilling con¬ 
tinued on the company’s offshore 
tracts. Production increased 11 % 
in 1974 to an average 246,000 
barrels a day. Onshore there has 
been initial exploration success 
on acreage in which Mobil holds 
a 50% interest. Further appraisal 
drilling is required to evaluate 
the extent of reserves. 

Tunisia—Exploratory drilling 
began on a 10.2-million-acre area 
in the central part of the country. 

Venezuela—Mobil designated as 
commercial a discovery on ser¬ 
vice-contract acreage in South 
Lake Maracaibo, but prospects 
for Venezuelan operations 
became uncertain with the an¬ 
nouncement by the government 
that it will take over foreign 
petroleum interests in 1975. 

West Germany—Mobil’s continu¬ 
ing program of exploratory drill¬ 
ing in Bavaria and northern 
Germany resulted in several gas 
discoveries. A 165-million-cubic- 
feet-a-day gas-processing plant 
was placed on stream. This is 
the latest in a series of five plants 
to remove sulfur from “sour” gas, 
producing a cleaner-burning fuel. 


including liftings under long-term 
and special arrangements, de¬ 
creased by 1.8% to an average 
of 2,462,000 barrels a day. World¬ 
wide natural gas production 
decreased 2.7% to 3.6 billion 
cubic feet daily. 

At year end, Mobil’s net proved 
reserves of crude oil and natural 
gas liquids in the United States, 
including the North Slope of 
Alaska, were estimated at 1,200 
million barrels, the same as at 
year-end 1973. Net proved 
reserves of natural gas were esti¬ 
mated at 8,200 billion cubic feet 
as against 8,300 billion cubic 
feet at the end of 1973. 

In Canada, net proved reserves of 
crude oil and natural gas liquids 
at year-end 1974 were estimated 
at 400 million barrels, compared 
to 500 million barrels at year- 
end 1973. Net proved reserves of 
natural gas were estimated at 
2,000 billion cubic feet as against 
1,800 billion cubic feet at the end 
of 1973. 

Although 1974’s exploration 
investment program should in¬ 
crease Mobil’s worldwide 
reserves, several years must pass 
before oil and gas production 
can be significantly affected. In 
U.S. offshore areas where Mobil 
operates, the time from announce¬ 
ment of a lease sale to actual 
production can range from four 
to seven or more years. 


Although Mobil’s production 
increased during the year in sev¬ 
eral countries, the company’s 
worldwide gross production of 
crude oil and natural gas liquids, 
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New oil-recovery 
tests encouraging 


Energy for the future 

Providing more energy for to¬ 
morrow is a dual challenge. It 
requires expanded production of 
conventional crude oil, natural 
gas, and coal, the main energy 
suppliers in the decades imme¬ 
diately ahead. At the same time, 
alternate sources of energy must 
be developed for the longer term. 

In 1974, Mobil accelerated its 
efforts on both fronts. The com¬ 
pany emphasized research into 
recovering more oil from fields 
already in production. But on the 
other end of the spectrum, Mobil 
expanded its activities in alternate 
energy sources, including for¬ 
mation of a solar energy company. 

As part of the effort to squeeze 
more oil from existing fields, the 
company conducted a second 
year of field testing its low-tension 
waterflooding process. This in¬ 
volves injecting water mixed with 
chemicals into oil fields to “wash 
out” oil that would otherwise re¬ 
main in the earth. Initial results 
are encouraging. Success of such 
methods could ultimately add 
hundreds of millions of barrels to 
the recoverable reserves of the 
United States. 

In many areas, natural gas is 
locked so tightly in tiny rock pores 
that it cannot move in large vol¬ 
ume to the well. Mobil has devel¬ 
oped an improved hydraulic 
fracturing technique that cracks 
rock more extensively than was 
possible using previous proce¬ 
dures. It has greatly improved the 
recovery of natural gas in more 
than 70 wells where the method 
has been tested. Fracturing on 
a much larger scale could be 
especially useful in those parts 
of the Rocky Mountains where 
virtually no gas can be produced 
by ordinary methods. Tests of 


Mobil’s hydraulic fracturing pro¬ 
cess began in Colorado in 1974 
and are continuing into 1975. 

In the southwestern United States, 
Mobil is testing a new seismic 
recording system for locating 
prospective oil-bearing forma¬ 
tions. This system is expected to 
yield more data about under¬ 
ground formations, with greater 
accuracy, than any current 
method. 

As part of the long-range effort 
to develop alternate energy 
sources, Mobil Tyco Solar Energy 
Corporation was formed in 1974 
to develop and commercialize an 
efficient, economic process for 
making cells that convert sunlight 
into electricity. Mobil owns 80% 
of Mobil Tyco, and Tyco Labora¬ 
tories, Inc., holds 20%. Mobil 
plans to invest up to $30 million 
in this effort. 

Pilot plant contract 

Mobil is developing a unique 
catalytic process for converting 
methanol into high-octane gas¬ 
oline. Methanol can be made from 
the world’s abundant supplies 
of coal, using well-known tech¬ 
nology. Mobil has signed a cost¬ 
sharing contract with the Federal 
Energy Research and Develop¬ 
ment Administration for designing 
a pilot plant. A commercial-size 
demonstration plant could be in 
operation within five to seven 
years if the process is successful, 
and if it is economically justifi¬ 
able at that time. 

Mobil owns more than 2 billion 
tons of coal reserves in the United 
States, largely in the West, and 
is continuing to add to them. 

Oil from shale is another long- 
range research area. Mobil holds 
substantial reserves of high- 
grade oil shale and has been 


active in oil-shale research. The 
company is part of an industry 
group which is testing an im¬ 
proved method for extracting oil 
through a combination of crush¬ 
ing and heat. The initial testing 
program is scheduled for comple¬ 
tion in 1976. 

Mobil is also participating in 
industry-government studies of 
environmental problems, in¬ 
cluding water usage, which must 
be resolved before large-scale 
production of oil shale can begin. 

During 1974, Mobil discovered 
new uranium deposits in Texas. 
Field programs will be started 
in 1975 to evaluate production 
methods. 













Sales and 
refining volumes 
decline 


Bringing energy to the consumer 

Mobil’s sales and refining volumes 
declined in 1974, paralleling 
trends for the “downstream” op¬ 
erations of the industry as a 
whole. For Mobil, it was the first 
such decrease since World War II. 

The embargo, which ended late 
in March, accounted for much of 
the decline. Voluntary efforts 
to reduce consumption, in part 
induced by higher prices, also 
were a factor. 

The company’s worldwide aver¬ 
age petroleum product sales for 
the year slipped to 2,270,000 
barrels a day, a decrease of 8.5% 
from 1973. In the United States, 
sales were 928,000 barrels a 
day, a decrease of 8%. Abroad, 
sales amounted to 1,342,000 
barrels a day, an 8.9% decrease. 

Mobil’s 1974 refinery runs world¬ 
wide averaged 2,144,000 barrels 
a day, a decrease of 9.3% from 
1973. In the United States, they 
averaged 823,000 barrels a day, 
down 9.3%. Abroad, runs in 
wholly owned and partly owned 
refineries or under process¬ 
ing agreements amounted to 
1,321,000 barrels daily, or 9.4% 
less than in 1973. 

Mobil placed priority on energy 
conservation at its own manufac¬ 
turing facilities. At U.S. refin¬ 
eries, a program begun during 
1973 saved the equivalent of 2 
million barrels of crude oil in its 
first full year. A similar program 
at refineries abroad, initiated 
early in 1974, has already saved 
the equivalent of 750,000 barrels 
of crude. The program uses com¬ 
puters to achieve more efficient 
energy usage in the manufactur¬ 
ing process, while also improving 
product yields. Additional moni¬ 
toring techniques and energy¬ 


saving equipment are under 
development. 

Manufacturing investment con¬ 
tinued, selectively, with changes 
in the program to reflect new 
supply-and-demand develop¬ 
ments: 

Italy—Mobil obtained a 25% in¬ 
terest in a recently built refinery 
at Bertonico, near Milan. The 
plant provides the company with 
20,000 barrels a day of new ca¬ 
pacity in the industrial Po Valley. 

Japan—Capacity of the 97,000- 
barrel-a-day refinery at Chiba is 
being increased by 46,000 barrels 
a day, with completion scheduled 
in 1975. Mobil holds a 50% in¬ 
terest in the refinery. 

Saudi Arabia—Mobil and Petromin, 
the national oil company, are 
developing a joint-venture proj¬ 
ect for a new lubricating oil 
refinery and expansion of a lube 
oil blending plant. Mobil also is 
continuing discussions with 
Petromin concerning a possible 
refinery on the Red Sea. In addi¬ 
tion, discussions are being held 
concerning an oil pipeline to 
the west coast. 

South Africa—Expansion of a 
wholly owned refinery in Durban 
was completed, increasing ca¬ 
pacity from 60,000 barrels a day 
to 100,000 barrels a day. 

West Germany—Mobil’s new Wil- 
helmshaven refinery was 65% 
complete at year end, 18 months 
after construction began. The 
160,000-barrel-a-day facility, 
scheduled to go on stream in the 
third quarter of 1975, will be the 
largest refinery yet built from 
grass roots by a Mobil affiliate 
outside the United States. When 
it is finished, Mobil’s 64-year-old 
refinery at Bremen will be shut 


down. A portion of the Bremen 
site will be used as a product 
terminal. 

In November, Mobil canceled 
plans to expand the 100,000-bar- 
rel-a-day refinery at Paulsboro, 
N.J., because of escalating con¬ 
struction costs, declining oil 
demand, and economic uncer¬ 
tainties associated with govern¬ 
ment regulations affecting 
downstream operations. The 
demand downturn, coupled with 
the opening of the company’s 
new refinery in Joliet, III., created 
a surplus of Mobil refining ca¬ 
pacity in the United States. 

Advances in Mobil’s refining tech¬ 
nology in 1974 include a unique 
catalyst that removes metals and 
sulfur from residual fuel oil that 
can then be easily upgraded into 
home-heating oil and gasoline. 

In addition, conventional crack¬ 
ing and reforming processes 
have been improved to provide 
better yields and longer catalyst 
life. 

Transportation improvements 

The events which influenced re¬ 
finery planning in 1974 are also 
affecting transportation planning 
and investment. 

One significant new development 
was the enactment at year end 
of federal legislation to permit 
construction of U.S. port facilities 
for handling deep-draft tankers. 
Mobil is participating in plans to 
build ports for these Very Large 
Crude Carriers (VLCCs) in U.S. 
Gulf waters. Environmental 
studies have been completed and 
design work is moving forward. 
When built, these ports will en¬ 
able the United States to import 
oil directly in VLCCs at lower cost. 

Meanwhile, Mobil has taken steps 
to reduce current transportation 
























costs. For example, the company 
conducted large-scale lightering 
operations in the Gulf of Mexico 
in 1974. In this operation, VLCCs 
from the Middle East and Nigeria 
transfer their cargoes into 
smaller vessels some 75 miles off 
the Texas coast. Mobil carried 
out 20 such at-sea transfers dur¬ 
ing the year, providing important 
transportation savings for more 
than 25 million barrels of crude 
oil imports. 

Declining U.S. production of 
crude oil onshore in the United 
States and Canada’s decision to 
restrict petroleum exports have 
reduced future crude availability 
in the Midwest. Mobil took several 
steps to cope with this problem: 

■ The company acquired a 10.1% 
interest in theTexoma pipeline, 
now under construction from the 
Gulf Coast to central distribution 
facilities at Cushing, Okla. The 
pipeline will enable Mobil to sup¬ 
ply additional domestic and 
imported crudes to company re¬ 
fineries in Augusta, Kan., and 
Joliet, III. 

■ Mobil is participating in a feasi¬ 
bility study to build, jointly with 
several other companies, a crude 
oil pipeline connecting Cushing, 
to central Kansas. The new 

line will serve Mobil’s Augusta 
refinery. 

In July, owners of the Trans 
Alaska Pipeline System, which 
will transport North Slope pro¬ 
duction to a deepwater port at 
Valdez, agreed to double planned 
capacity to 1.2 million barrels a 
day. Construction of the $6-billion 
pipeline is now under way. 
Though Mobil elected to reduce 
its ownership from 8.68% to 5%, 
this new participation will pro¬ 
vide the company with greater 
throughput than before the 
expansion. 
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Abroad, Mobil began using its 
new single-point mooring at Sete, 
France. The facility permits 
tankers of up to 275,000 dead¬ 
weight tons (dwt) to supply 
Frontignan refinery. 

In Saudi Arabia, announcement 
was made in December of the 
formation of the Saudi Maritime 
Company, Ltd., a joint venture for 
worldwide marine transportation 
of crude oil, petroleum products, 
and dry cargo. The company is 
now acquiring vessels totaling 
600,000 dwt and expects to ob¬ 
tain additional vessels in 1975 
and thereafter. Mobil holds a 30% 
interest in the company. 

During 1974, Mobil increased its 
deepwater fleet capacity from 9.4 
million to 11.3 million dwt. Five 
Mobil-owned vessels and seven 
vessels on charter were added, 
placing the number of vessels in 
the fleet at 132. 

Among the new ships were three 
VLCCs, each capable of carrying 
more than 270,000 tons of crude. 
The Mobil fleet now includes 
20 VLCCs, which bring greater 
efficiency, reduce the number of 
ships in worldwide oil trade, and 
limit tanker traffic in receiving 
ports. Mobil has four additional 
VLCCs on order, plus a special 
shuttle vessel for at-sea crude 
lifting in the North Sea, and a 
30,000-dwt product carrier. 

During 1974, Mobil carried out 
new programs to promote the 
safety of crews and vessels. They 
include equipping tankers with 
a system for filling empty tanks 
with inert gas to minimize the 
possibility of explosion. 

Marketing network streamlined 

In marketing, Mobil’s emphasis in 
recent years has been on stream¬ 


lining and modernization of the 
company’s worldwide system of 
service stations, rather than on 
acquisition of new outlets. This 
emphasis has been reinforced in 
light of events of the past year. 
Principal features of the program 
are: 

■ Construction of new service 
stations has been limited to meet¬ 
ing the needs of new centers of 
population, new highways, or 
prior contractual or zoning re¬ 
quirements. In the United States, 
only 35 new stations were opened 
in 1974, compared to an annual 
average of 353 during the pre¬ 
vious five years. 

■ Existing high-potential loca¬ 
tions are being rehabilitated to 
conform with the award-winning 
Pegasus design and to improve 
appearance and profitability for 
Mobil and dealers. 

■ Low-volume stations that are 
no longer profitable to dealers 
and Mobil are being closed. 

The changes have led to some 
reduction in the number of Mobil 
retail outlets. At year end, the 
worldwide total stood at 43,948, 
down from 46,072 at the end of 
1973. In the United States, the 
number was 22,386, down from 
23,553. 

Since June, 1973, Mobil has con¬ 
ducted no national advertising 
or promotional programs for the 
sale of gasoline in the United 
States. Instead, the company ex¬ 
panded its efforts to inform the 
public about energy problems— 
and solutions—through wider use 
of institutional advertising and 
communications to customers, 
both through dealers and directly. 

Mobil marketers in the United 
States concentrated their efforts 


on assisting dealers in profit 
improvement through the sale of 
such items as tires, batteries, 
accessories, and motor oil. Signi 
ficantly, Mobil tire sales were up, 
even though 1974 was a slow yea 
for the tire-replacement market. 

A new nine-company interna¬ 
tional research program has 
grown out of the Inter-Industry 
Emission Control program starter 
by Mobil and Ford Motor Com¬ 
pany in 1967. NEC helped develof 
some of the emission-control 
“hardware” used in 1975-model 
cars. The new project, IIEC-2, 
continues emission research, but 
also focuses on the driving need: 
of the 1980s: better gasoline 
mileage, driveability, and dur¬ 
ability. Alternate power plants 
and fuels also will be studied. 

In 1974, four new lubricants man¬ 
ufactured with synthesized hy¬ 
drocarbon fluids were added to 
the Mobil line of circulating and 
gear oils for industry. Synthesizer 
hydrocarbon fluids are produced 
by Mobil Chemical from petro- 
chemically derived base stocks 
developed by Mobil research. 
Under extreme conditions, the 
new products last three to five 
times as long as conventional 
lubricants and function over a 
broader temperature range. They 
already are finding a market as 
superior lubricants among such 
diverse customers as manufac¬ 
turers and users of gears and 
makers of refrigerators and air 
conditioners. 









Chemical sales 
and earnings 
reach new highs 


Chemical 

Sales and earnings of each of 
Mobil Chemical Company’s four 
divisions—plastics, petrochemi¬ 
cals, chemical coatings, and 
phosphorus—reached new highs 
in 1974, enabling Mobil Chemical 
to achieve the best results in its 
14-year history. 

Total chemical earnings were 
$106 million, up 199% over 1973, 
the previous record year. Sales 
were $871 million, up 53% over 
the 1973 record year. Demand for 
basic chemicals and most chemi¬ 
cal products manufactured by 
Mobil Chemical continued high 
throughout the year, though some 
manufacturing problems caused 
by feedstock shortages were 
encountered. 

In plastics, the company supple¬ 
mented its institutional and con¬ 
sumer product lines through the 
purchase of the Jet Containers 
Division of W. R. Grace & Co. The 
acquisition marked Mobil’s entry 
into the clear styrene drinkware 
business and complements the 
company’s line of disposable 
dinnerware. 

The company expanded manu¬ 
facturing capacity for Bicor 
polypropylene film. Sales of Bicor 
film are growing at a rate of more 
than 20% a year. The film has 
important advantages over cello¬ 
phane: It does not dry out, has 
better moisture-barrier proper¬ 
ties, is stronger, and is less 
expensive. 

Capacity to manufacture plastic 
overwrap for shipping merchan¬ 
dise on pallets was doubled dur¬ 
ing the year. The overwrap is 
winning converts in many indus¬ 
tries because of the lower labor 
costs and superior protection 
it offers shippers. 


In petrochemicals, high demand 
and tight supplies for Mobil prod¬ 
ucts during most of the year 
resulted in record sales and earn¬ 
ings. Aromatics and ethylene 
were particularly outstanding 
performers. Both are key “build¬ 
ing blocks” essential to many 
industries. Mobil’s 450-million- 
pound-a-year ethylene capacity 
atthe company’s Beaumont, Tex., 
petrochemicals complex will 
double in early 1975, when a two- 
year expansion is completed. 

New polyethylene plant 

In late 1974, Mobil Chemical 
announced plans to build a low- 
density polyethylene plant in 
Beaumont. The new plant will sup¬ 
plement present resin supplies 
and provide improved security for 
the continued long-term growth 
of Mobil’s plastics business, 
which includes the manufacture 
of a broad array of consumer and 
industrial packaging products. 

In chemical coatings, develop¬ 
ment continued on new, improved 
products. These include a line of 
water-based industrial coatings 
which help customers meet in¬ 
creasingly restrictive environ¬ 
mental regulations. 

The company’s capacity to supply 
quality furniture coatings will be 
significantly expanded late in 1975 
with the completion of a new 
coatings manufacturing facility at 
High Point, N.C. Mobil is a major 
supplier of these coatings to the 
furniture industry. Approximately 
50% of this industry is concen¬ 
trated in the High Point area. 

The increasing problem of world 
food shortages has placed new 
emphasis on chemicals that con¬ 
tribute to higher food production. 
Mobil Chemical’s facilities in 
Florida for producing phosphate 


— 

rock, a primary nutrient source, 
operated at substantial produc¬ 
tion levels in 1974 despite Florida 
power shortages. 

Diammonium phosphate, a com¬ 
ponent in mixed fertilizers, was 
also produced at record levels. 

Mobil Chemical’s new Modown 
herbicide was developed to in¬ 
crease yields on soybeans, corn, 
and other basic crops by con¬ 
trolling broadleaf weeds. It was 
field-tested during the year by 
commercial soybean growers 
under an Environmental Protec¬ 
tion Administration permit. As 
a result of these tests, the com¬ 
pany has received EPA approval 
to market the herbicide for use on 
soybeans. Tests on corn and 
other crops are now in progress. 

As with all of Mobil’s crop 
chemicals, Modown leaves no 
harmful residue either in the 
crops or in the soil. 

Production of Modown herbicide 
began in a new, multimillion- 
dollar plant in Mount Pleasant, 

Tenn. Marketing is scheduled to 
begin in the spring. The Mount 
Pleasant plant also produces 
Mocap* soil insecticides, now 
used worldwide on a variety of 
food crops, and Folex® cotton 
defoliant. 
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Marcor in pictures 


Marcor serves consumers through 
two principal subsidiaries. 
Montgomery Ward offers more 
than 100,000 items of merchan¬ 
dise through some 2,300 retail 
and catalog outlets in 49 of the 50 
states. Container Corporation 
of America is one of the world’s 
leading manufacturers of paper- 
board packaging, with a high 
degree of integration from the 
forest and secondary fibers to 
the finished product.The company 
is an innovative manufacturer 
of custom packaging, applying 
marketing-oriented solutions to 
packaging problems of every 
segment of industry. 
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Twenty years of 

corporate 

commitment 
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Twenty years ago, on June 8, 
1955, this statement of policy 
appeared in the minutes of Mobil’s 
Board of Directors: The company 
“has long had a policy against 
any discrimination in its business 
relationships because of race, 

creed, color, or national origin_ 

Those in direct charge of each 
phase of our company’s business 
will continue to be responsible 
for seeing to it that anything hav¬ 
ing to do with personnel is con¬ 
ducted without prejudice, on the 
merits of the individual, and in 
conformity with applicable state 
and federal laws.” 

This expression of corporate 
intent—antedating the 1964 Civil 
Rights Act by almost a decade— 
has been translated into an 
ever-widening range of corporate 
actions designed to enhance 
opportunity for minority groups 
and for women. Some of these 
actions over the past 15 years 
include: 

■ Expanded opportunities for 
women and members of minority 
groups to find jobs with Mobil; 
stepped up recruiting of women 
and minorities through colleges 
and through use of outside coun¬ 
sellors and agencies. (In 1964, 
the National Urban League 
acknowledged Mobil’s early 
efforts by giving the company its 
annual “Equal Opportunity Day” 
award for “leadership in fair 
hiring practices.”) 

■ Use of company service sta¬ 
tions as training centers for the 
unskilled; a secretarial skills 
course at New York University for 
members of minority groups, or¬ 
ganized through the initiative 

of a Mobil lawyer. 

■ Increased contributions to tra¬ 
ditionally black colleges, which 
the company has supported di¬ 
rectly or indirectly since 1944. 


■ Initial grant of $25,000, and 
continuing contributions, to the 
Business and Professional 
Women’s Foundation to fund 
scholarships for women; con¬ 
tributions to other women’s or¬ 
ganizations, including Bank 
Street College Day Care Service, 
Catalyst, National Council of 
Negro Women, and Women’s 
Action Alliance; grants to Drexel 
and other universities to assist 
women and minority students in 
the study of engineering. 

■ For eight years Mobil has 
brought 20 or so sophomores 
from traditionally black colleges 
to spend a week of orientation 
at Mobil facilities in and around 
New York. There are plans to 
expand this “Week in the Busi¬ 
ness World” by bringing 20 to 25 
women from Dartmouth College 
for similar career orientation at 
Mobil facilities. 

These and other actions have 
been based on the view that equal 
employment opportunity must 
become equal development op¬ 
portunity. Only through education 
and training—in and out of Mobil— 
can the promise of opportunity 
be converted into real progress 
for women and minorities. 

To this end, a voluntary study 
called “Women in the Workforce" 
has led to comprehensive and 
continuing programs, including 
training and education, designed 
to prepare qualified and inter¬ 
ested women for higher level 
positions. 

In support of these actions and 
activities, Mobil has increased the 
number of people, both in and 
outside the organization, who are 
implementing Equal Employment 
Opportunity policy. 

Policy statements, of course, do 
not instantly eliminate entrenched 


cultural patterns. In a large cor¬ 
poration, full acceptance of equal 
opportunity principles also re¬ 
quires earnest personal effort by 
individuals all along the chain 
of responsibility. But there can be 
no mistake about Mobil’s single- 
minded corporate commitment: 
to eliminate discrimination of any 
kind and in any form in its busi¬ 
ness operations. 

The overall effort today has a 
mixed character, part voluntar¬ 
ism, part compulsion. Business, 
for the most part, has embraced a 
concept of social responsibility 
that is broader than anyone would 
have thought possible 20 years 
ago. Government is exercising its 
Equal Employment Opportunity 
mandate with wider-ranging 
powers of enforcement than also 
would have been thought pos¬ 
sible two decades ago. 

But Mobil is confident that the 
next 20 years will show genuine 
and far-reaching progress 
through continuing commitment 
to the spirit and intent of civil 
rights legislation. Both govern¬ 
ment and the private sector have 
a joint responsibility to see that 
high hopes and good beginnings 
are not confounded by the mutual 
misadventures of well-inten¬ 
tioned bureaucracies. That way 
leads only to frustration and 
discouragement. 














Financial section 


Major Accounting Policies 


Principles of Consolidation 

The accounts of domestic and foreign sub¬ 
sidiaries more than 50% owned, except for 
Marcor Inc. and Mobil Oil Credit Corpora¬ 
tion, are included in the consolidated finan¬ 
cial statements. Intercompany transactions 
are eliminated. 

Significant investments in companies owned 
50% or less, and in the unconsolidated sub¬ 
sidiaries identified above, are accounted for 
on the equity method, under which the in¬ 
vestment is carried at cost plus equity in 
undistributed earnings since acquisition 
after applicable adjustments. Certain of 
these companies (principally the Arabian 
American Oil Company) are concerned pri¬ 
marily with the production of crude oil, 
Mobil’s share of which is used in its own 
supply system. The corporation’s equity in 
the pre-tax income of these companies is 
included in “Crude oil, products, materials, 
and operating expenses” and the corpora¬ 
tion’s share of the related taxes is included 
in “Income taxes.” The pre-tax income of 
Mobil’s wholly owned finance subsidiary, 
Mobil Oil Credit Corporation, is included in 
“Interest, dividends, and other revenue” 
and the related taxes of the subsidiary are 
included in “Income taxes." Mobil’s equity 
in the earnings of all other companies ac¬ 
counted for on the equity method is reflected 
in revenue. 

Investments in other companies in which 
Mobil owns less than a majority interest are 
stated at cost less applicable reserves, and 
only the dividends from these companies 
are included in income. 

Marcor’s fiscal year ends on January 31, in 
keeping with the general practice of compa¬ 
nies engaged in retail trade. Consequently, 
Mobil has recorded its equity in Marcor’s 
earnings since acquisition through the end 
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of Marcor’s most recent fiscal quarter, Octo¬ 
ber 31. Dividends at the annual rate of $1.75 
per share on the Series B voting preferred 
stock have been recognized through 
December 31. 

Foreign Currency Translation 

Foreign currency items are expressed in 
U.S. dollars as follows: (a) non-monetary 
items, such as inventories, properties, 
plants, and equipment, and long-term in¬ 
vestments, at exchange rates prevailing 
when acquired: (b) monetary assets and lia¬ 
bilities, including long-term receivables and 
long-term debt, at current rates of ex¬ 
change; (c) reserves, except for depre¬ 
ciation, depletion, and amortization, at 
exchange rates prevailing when provided: 
(d) revenues, costs, and expenses, at aver¬ 
age rates during the period, except depre¬ 
ciation, depletion, and amortization, which 
are calculated on the U.S. dollar cost of 
properties. 

When currencies change in value in relation 
to the dollar, the translation of foreign cur¬ 
rency monetary assets and liabilities, in¬ 
cluding uncompleted forward exchange 
contracts, may result in a net charge. The 
charge that is applicable to long-term bor¬ 
rowings, or the net charge, whichever is 
lesser, is considered to be a part of the cost 
of these long-term borrowings. As such, it is 
deferred and amortized over the remaining 
life of the borrowings. The deferred amount 
is reviewed at the end of each period and 
adjusted, if necessary, so that the related 
amortization, together with interest expense 
on long-term borrowings denominated in 
foreign currencies, will not result in an ex¬ 
cessive effective interest rate. Generally, 
other gains and losses arising from foreign 
currency translations are included in rev¬ 
enues, costs, and expenses. 

Inventories 

Substantially all domestic inventories are 
valued at cost under the last-in, first-out 
method. Other inventories are valued gen¬ 
erally at average cost. If the aggregate cost 
of all inventories were to exceed the aggre¬ 
gate market value at a balance sheet date, 
the inventory value would be reduced to 
market value. 


In certain foreign countries, Mobil is re¬ 
quired to maintain crude oil and products 
inventories at levels, specified by govern¬ 
mental authorities, considered to be greater 
than normal working requirements.This por¬ 
tion of Mobil’s foreign inventories is in¬ 
cluded on the balance sheet under Invest¬ 
ments and Long-Term Receivables and is 
not revalued when changes occur in aver¬ 
age cost. When compulsory storage vol¬ 
umes increase, the added quantities are 
valued at the then-current average cost. 

Exploration and Mineral Rights (Leases) 

Direct acquisition costs of unproven mineral 
rights (leases) are capitalized and then 
amortized in the manner stated below. Pay¬ 
ments made in lieu of drilling on non-pro¬ 
ducing leaseholds are charged to expense 
currently. 

Geological, Geophysical, and Intangible 
Drilling Costs 

Geological and geophysical costs are ex¬ 
pensed as incurred. Intangible drilling costs 
for wells that are not considered commer¬ 
cially successful are expensed. Intangible 
drilling costs attributable to wells that are 
determined to be commercially successful 
are capitalized when that determination is 
made and amortized in the manner stated 
below. 

Depreciation, Depletion, and Amortization 

Annual charges to income for depreciation 
are computed on a straight-line basis over 
the useful lives of the various classes of 
properties or, where appropriate, by unit-of- 
production determined on an individual field 
basis. 

Costs of producing properties are generally 
accumulated by field and depletion of these 
costs and amortization of capitalized intan¬ 
gible drilling costs are calculated by indi¬ 
vidual fields on the unit-of-production basis. 

Capitalized acquisition costs of unproven 
mineral rights (leases) are amortized on a 
straight-line basis by charges against in¬ 
come over the full term of the leases or an 
appropriate shorter period. When a mineral 
right is surrendered, any unamortized cost 
is charged to expense. When a property is 








determined to be commercially productive, 
the unamortized cost of the mineral right 
then becomes subject to depletion. 

Accumulated depreciation, depletion, and 
amortization is charged with the cost of as¬ 
sets retired, sold, abandoned, or otherwise 
disposed of. To the extent reserves were 
accumulated for specific properties, the 
balance, less any salvage value, is charged 
or credited to income. 

Research and Development Costs 

Research and development costs are ex¬ 
pensed as incurred. 

Maintenance and Repairs 

Maintenance and repairs are charged 
against income as incurred. Major repairs 
which materially extend the life of properties 
are capitalized, and the assets replaced, if 
any, are retired. 

U.S. Investment Tax Credits 

U.S. investment tax credits are accounted 
for under the “flow through” method and 
are applied as a reduction of the provision 
for U.S. income tax. 

Deferred Taxes 

Deferred taxes are provided for significant 
transactions which affect book and taxable 
income in different years. Such taxes are 
not provided for permanent differences be¬ 
tween book and taxable income, including 
the effects of U.S. statutory depletion and 
intangible drilling costs. Deferred taxes are 
not provided for the undistributed earnings 
of companies, either consolidated or ac¬ 
counted for on the equity method, which 
Mobil intends to reinvest indefinitely. 


Financial Review 


Earnings and Dividends 

Mobil’s consolidated net income in 1974 
was $1,047 million, or $10.28 per share, an 
increase of 23.3% over the $849 million, or 
$8.34 per share, earned in 1973. 

Shareholders received cash dividends in 
1974 of $326 million, an increase of $41 
million over 1973. Dividend payments rose 
to $3.20 per share in 1974 from $2.80 in 1973. 
The 1974 dividend represented payments of 
80 cents per share in each quarter com¬ 
pared with payments of 70 cents per share 
in each quarter of 1973. 

Shareholders’ Equity 

Shareholders’ equity rose to $63.19 per 
share in 1974, an increase of $7.08 from 
$56.11 per share in 1973. The rate of return 
on average shareholders’ equity was 17.2%, 
compared with 15.6% in 1973. The rate of 
return on average total assets was 8.5% in 
1974, the same as in 1973. 

Geographical and Functional Distribution 

The geographical distribution of net income 
and total assets and the functional distribu¬ 
tion of net income are shown in the table 
below: 


Total Assets 



Net Income 

December 31 

(In millions) 

1974 1973 

1974 1973 

United States 

$ 366 $275 

$ 6,385 $ 4,893 

Foreign 

681 574 

7.689 5,797 

Total 

$1,047 $849 

$14,074 $10,690 

% Increase 
(Decrease) 

Petroleum 

operations 

United States 

$ 292 $258 

13% 

Foreign 

654 558 

17% 

Chemical 

operations 

106 36 

199% 

Other 

(5) (3) 

— 

Total 

$1,047 $849 

23% 


Acquisition of Voting Control of Marcor Inc. 

As a result of a tender offer, Mobil acquired, 
as of September 24,1974,13,430,788 shares 
of Marcor common stock at $35 per share 
and 1,933,975 shares of Series A voting pre¬ 
ferred stock at $70 per share from Marcor 
shareholders for $605 million. As of the same 
date, Mobil acquired 8,000,000 shares of a 
newly authorized Series B voting preferred 
stock from Marcor for $200 million. Mobil 
had previously acquired 1,235,000 shares of 
Marcor common stock on the open market 
during 1973, at a cost of $27 million. These 
holdings give Mobil a 54% voting interest 
in Marcor. 

The acquisition has been accounted for as a 
purchase. The excess of Mobil’s investment 
in Marcor over Mobil’s equity in the book 
value of Marcor’s net assets has been allo¬ 
cated on the basis of estimated fair values 
in accordance with Accounting Principles 
Board Opinion No. 16. No goodwill results 
from the application of the Opinion. 

Had the acquisition occurred prior to 1973, 
the pro forma revenues and net income for 
the years 1974 and 1973 would not have 
been materially different from those re¬ 
ported for Mobil. 

The investment in Marcor is accounted for 
on the equity method as described under 
Principles of Consolidation. Marcor’s prin¬ 
cipal operating subsidiaries, both wholly 
owned, are Montgomery Ward & Co., In¬ 
corporated and Container Corporation of 
America. At October 31,1974, the unaudited 
consolidated balance sheet of Marcor in¬ 
cluded current assets of $1,690 million; in¬ 
vestments and other assets of $560 million; 
net properties and equipment of $1,057 mil¬ 
lion; current liabilities of $1,164 million; 
deferred taxes on income of $86 million; 
long-term debt of $734 million; and minority 
interests of $23 million. Montgomery Ward 
Credit Corporation, a wholly owned, uncon¬ 
solidated, domestic, finance subsidiary, had 
assets of $1,898 million; and liabilities of 
$1,574 million, including commercial paper 
of $964 million and long-term debt of $495 
million. Mobil’s investment in Marcor was 
carried at $840 million at December 31,1974. 
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Negotiations and Relations with Certain 
Producing Country Governments 

In December, 1972, a number of oil compa¬ 
nies operating in Abu Dhabi, Qatar, and 
Saudi Arabia, including companies in which 
Mobil has an interest, concluded general 
agreements effective January 1,1973, under 
which the governments acquired an initial 
25% interest in the companies’ producing 
operations in those countries. Linder these 
agreements, the governments were to com¬ 
pensate the companies for the initial interest 
over a three-year period and the govern¬ 
ments had a right, upon payment of addi¬ 
tional compensation, to increase their in¬ 
terest to 51% by January 1, 1982. 

The agreements provided that amounts of 
compensation would be developed from the 
historical cost of operating facilities updated 
by means of an inflation index and for capi¬ 
tal expenditures not previously recovered 
through depreciation and amortization for 
local income tax purposes. 

These agreements also provided a right for 
the companies to purchase a varying pro¬ 
portion of the governments’ share of the 
crude production at agreed formula prices. 
Subsequently, the governments stated that 
these agreements needed to be amended 
with respect to such important aspects as 
the timing of increased ownership and the 
quantities and purchase prices for the gov¬ 
ernments’ share of crude oil production to 
be made available to the companies. 

On February 20, 1974, the oil companies 
operating in Qatar concluded a new agree¬ 
ment under which the government of Qatar 
increased its interest in the companies’ pro¬ 
ducing operations in that country to 60%, 
effective January 1, 1974. On June 5, 1974, 
the owners of the Arabian American Oil 
Company, and on September 2, 1974, the 
owners of Abu Dhabi Petroleum Company 
Limited concluded further agreements 
under which the governments of Saudi 
Arabia and Abu Dhabi increased their inter¬ 
ests in the companies’ producing operations 
in those countries to 60%, effective Janu¬ 
ary 1, 1974. 

Linder agreements with Qatar and Abu 
Dhabi described above, amounts of com¬ 


pensation for the governments' 60% inter¬ 
ests are based on the historical cost of 
operating facilities and capital expenditures 
not previously recovered through deprecia¬ 
tion and amortization for local income tax 
purposes. Compensation from Saudi Arabia 
is yet to be agreed upon. 

At a meeting of the members of the Organi¬ 
zation of Petroleum Exporting Countries 
(OPEC) in June, 1974, in Quito, Ecuador, a 
decision to increase the rate of royalty pay¬ 
ment to the producing governments from 
12V2% to 14%% of government posted 
price, effective July 1,1974, was announced. 
In Vienna, in September, 1974, OPEC an¬ 
nounced a further increase in total govern¬ 
ments’ take of 3V2% effective October 1, 
1974. The manner of obtaining this latter in¬ 
crease, whether through royalty, taxes, or 
surcharge, was left to the discretion of each 
country. Most of the OPEC members have 
implemented these increases. 

On November 10,1974, Saudi Arabia, Qatar, 
and Abu Dhabi announced, through a press 
release, a further increase in the royalty 
rate to 20% of government posted price and 
in the income tax rate to 85%, effective No¬ 
vember 1, 1974. At the same time, govern¬ 
ment posted prices for crude in these three 
countries were reduced by 400 per barrel. 
Abu Dhabi Petroleum Company Limited has 
since been officially notified by the govern¬ 
ment that these increases took effect No¬ 
vember 1, 1974, and the government of 
Saudi Arabia has issued a royal decree con¬ 
firming changes in the income tax rate to 
65.66%, effective October 1,1974, and 85%, 
effective November 1,1974. At a meeting on 
December 12 and 13, 1974, the members of 
OPEC decided to adopt a new pricing sys¬ 
tem based on the financial equivalent of the 
measures taken by Saudi Arabia, Qatar, and 
Abu Dhabi. 

The Saudi Arab Government has stated its 
intention of obtaining 100% control over the 
producing operations in that country. Since 
June, 1974, discussions have continued 
with the government on the future arrange¬ 
ments with Aramco; however, no agreement 
has been reached. Mobil and other com¬ 
panies have been notified that the govern¬ 


ments of both Qatar and Abu Dhabi intend 
to increase their respective interests in the 
companies’ producing operations from 60% 
to 100%. Negotiations on this matter are 
presently scheduled to take place after 
March 1, 1975. 

Effective March 21,1973, the government of 
Iran and the consortium of companies own¬ 
ing Iranian Oil Participants Limited (7% 
Mobil), reached a 20-year agreement under 
which the government will sell to the com¬ 
panies quantities of oil produced over the 
20-year period at prices that will yield essen¬ 
tially the same financial result to Iran that 
would have accrued had Iran entered into 
an agreement similar to those in Abu Dhabi, 
Qatar, and Saudi Arabia. 

On June 1, 1972, the Iraqi Government na¬ 
tionalized oil fields and related pipelines in 
the northern part of the country which were 
owned by Iraq Petroleum Company, Limited 
(11.875% Mobil). Agreement was reached, 
effective February 28, 1973, under which 
the government has delivered oil over a 
15-month period as compensation, and the 
shareholder companies of Iraq Petroleum 
Company. Limited, and that company and 
Basrah Petroleum Company Limited 
(11.875% Mobil) paid an amount over the 
same time period in settlement of all past 
claims and disputes. Under this agreement 
the assets in Iraq of Mosul Petroleum Com¬ 
pany Limited (11.875% Mobil) were trans¬ 
ferred to the government of Iraq. 

On October 7, 1973, the Iraqi Government 
nationalized that portion of the remaining 
Basrah Petroleum Company Limited con¬ 
cession in southern Iraq attributable to 
Mobil's 11.875% stock interest in Basrah 
Petroleum Company Limited. No final agree¬ 
ment has been reached with the government 
on compensation for the nationalized por¬ 
tion of the concession or other related 
issues. 

On September 1, 1973, the Libyan Govern¬ 
ment announced nationalization of 51% of 
the interest of Mobil in Libya. Mobil Oil Libya 
Ltd. and the Libyan Ministry of Petroleum 
Affairs entered into a participation agree¬ 
ment in April, 1974, under which Libya’s Na¬ 
tional Oil Corp. received a 51% interest in 
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all of Mobil’s operations in Libya retroactive 
to September 1, 1973. The compensation 
being paid to Mobil is based upon net asset 
value for Libyan tax purposes. Mobil will 
continue as the operator. 

Commencing in 1973, discussions have 
been held with the government of Nigeria 
regarding its request to acquire a 35% in¬ 
terest in Mobil’s operations there as of April 
1, 1973. This request was later revised to 
include an increase to 55% participation 
effective April 1,1974. Although final agree¬ 
ment has not been reached with the Niger¬ 
ian Government regarding the acquisition 
of the interest in Mobil’s property, compen¬ 
sation therefor, and other related issues, 
operations since April 1, 1974, have been 
conducted as though such an agreement 
had been concluded. 

Mobil’s Venezuelan concessions will expire 
on various dates over the period from 1983 
to 1988. In July, 1971, the Venezuelan Gov¬ 
ernment enacted the Petroleum Concession 
Reversion Law, which required, among 
other things, that: as concessions expire, 
the assets of concession holders in Vene¬ 
zuela, including refining and other assets, 
will revert to the government; the holders 
must either explore the concessions under 
annual programs to be approved by the gov¬ 
ernment or relinquish the concessions; and 
the holders must deposit 10% of the cost of 
their Venezuelan assets to assure compli¬ 
ance with the law. The government in 
March, 1974, publicly stated that its policy 
will be to advance the expiration dates of 
the concessions by legislation. The expira¬ 
tion could occur in the first half of 1975. 
The effect of the implementation of the gov¬ 
ernment’s policy can not be determined at 
this time. 

The eventual settlement of the companies’ 
equity position, rights, and obligations under 
the various agreements and the results of 
negotiations currently being conducted 
can not be determined at this time. As a re¬ 
sult, Mobil’s actual cost of crude oil ob¬ 
tained from these countries during 1973 and 
1974 may not be known with certainty for 
some time to come. In recognition of this, 
Mobil has included in its 1973 and 1974 ac¬ 


counts provisions for added costs consid¬ 
ered to be reasonable based on the best 
judgment available. 

Additionally, in view of the uncertainties, 
compensation received from the various 
governments has been tentatively reflected 
as a reduction of the carrying value of 
Mobil’s investment. Mobil’s share in the ag¬ 
gregate value of compensation received was 
approximately $93 million and $143 million 
at the end of 1973 and 1974, respectively. 
These amounts are less than the carrying 
value of assets which were assumed to have 
been given up. 

Investments and Long-Term Receivables 

Aramco, in which the corporation had a 4% 
interest at December 31,1974, is accounted 
for on the equity method. The unaudited 
balance sheet at that date of Aramco and its 
subsidiary companies included current as¬ 
sets of $6,083 million; net properties, plants, 
and equipment of $2,224 million; long-term 
loans and advances of $25 million; other 
assets of $53 million; current liabilities of 
$7,284 million; and long-term liabilities of 
$52 million. The corporation’s investment in 
Aramco and subsidiary companies was car¬ 
ried at less than $1 million at December 31, 
1974, and at $115 million at December 31, 
1973, when Mobil had a 7.5% interest. 
Mobil’s future carrying value of its invest¬ 
ment in Aramco will depend upon Aramco’s 
earnings and dividends and will be subject 
to adjustment when the discussions and ne¬ 
gotiations, mentioned above, are concluded. 

Mobil’s interest in Aramco’s earnings, after 
applicable adjustments, was $613 million in 
1974 and $296 million in 1973. Aramco’s 
earnings are based on export billings, at 
posted prices, to its shareholders or com¬ 
panies wholly owned by the shareholders. 
Posted prices exceed the commercial value 
of crude oil in international trade. Because 
of this, it was not possible for Mobil to real¬ 
ize posted prices when it sold Aramco oil. 
As a result, the contribution to income re¬ 
sulting from Mobil’s interest in Aramco is 
substantially less than Mobil’s interest in 
Aramco’s earnings. 

Marcor Inc., accounted for on the equity 


method, is described under “Acquisition of 
Voting Control of Marcor Inc.” 

Also accounted for on the equity method is 
Mobil Oil Credit Corporation. Information 
regarding this investment is included under 
“Notes and Loans Payable.” 

Other investments accounted for on the 
equity method, and the percentage of the 
corporation’s interest in each at December 
31,1974, include Altona Petrochemical Com¬ 
pany Limited (50%); Aral Aktiengesellschaft 
(28%); Australian Synthetic Rubber Com¬ 
pany Limited (35%); Bataan Refining Cor¬ 
poration (43%); Colonial Pipeline Company 
(11%); Erdoel-Raffinerie Neustadt G.m.b.H. 
& Co. (50%); Kyokuto Sekiyu Kogyo K.K. 
(50%); Petrogas Processing Ltd. (31%); 
P.T. Stanvac Indonesia (50%); Rainbow 
Pipe Line Company, Ltd. (33%); Sarni S.p.A. 
(25%); South Saskatchewan Pipe Line Com¬ 
pany (50%); and Toa Nenryo Kogyo K.K. 
(25%). Subject to the terms of the general 
participation agreements previously men¬ 
tioned, the corporation continues to have an 
interest in Abu Dhabi Petroleum Company 
Limited and Qatar Petroleum Company Lim¬ 
ited (both 11.875% Mobil). In addition, the 
corporation has interests in the assets out¬ 
side Iraq owned by Basrah Petroleum Com¬ 
pany Limited and Iraq Petroleum Company, 
Limited (both 11.875% Mobil). 

The corporation’s investments in other com¬ 
panies are stated at cost less applicable re¬ 
serves, which is less than its equity in the 
net assets of such companies. 

Inventories 

Cost of inventories at December 31, 1974, 
and December 31, 1973, was lower than 
aggregate market value at those dates. In¬ 
ventories valued at cost under the last-in, 
first-out method represented about 25% of 
Mobil’s worldwide inventories at December 
31, 1974, and about 35% at December 31, 
1973. For those inventories valued under 
the LIFO method, the excess of the value of 
the inventory based upon replacement cost 
was $496 million and $242 million over the 
stated value of the inventory on the LIFO 
basis at December 31, 1974, and 1973, re¬ 
spectively. At December 31,1974, and 1973, 
approximately 16 million barrels of crude oil 
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and product inventories on hand because of 
foreign compulsory storage requirements 
were included in Investments and Long- 
Term Receivables at a value of $58 million. 

Capital and Exploration Outlays 

The 1974 capital and exploration programs 
resulted in a record outlay of $1,639 million, 
$305 million more than the $1,334 million 
expended in 1973. 




1974 


1973 

(In millions) 

U.S. 

Other 

Countries 

Total 

Total 

Capital 

expenditures 

Producing* 

$620 

$133 

$ 753 

$ 559 

Refining 

85 

249 

334 

215 

Marketing 

41 

72 

113 

190 

Marine 

2 

93 

95 

160 

Chemicals 

78 

2 

80 

37 

Other 

65 

10 

75 

25 


891 

559 

1,450 

1,186 

Exploration 

expenses 

including non¬ 
productive 
wells 

91 

98 

189 

148 


$982 

$657 

$1,639 

$1,334 

Lease bonuses 

included 

above 

$490 

$ 17 

$ 507 

$ 367 


The unamortized balance of capitalized ac¬ 
quisition costs of unproven mineral rights 
(leases) at December 31,1974 and 1973 was 
$691 million and $494 million, respectively. 

Foreign Exchange 

As a result of translating monetary assets 
and liabilities expressed in foreign curren¬ 
cies into U.S. dollars, a net foreign currency 
translation charge of $65 million was in¬ 
curred in 1974. Of this amount, $42 million 
was charged against income and $23 mil¬ 
lion deferred. In 1973, a $12 million transla¬ 
tion charge was incurred of which $1 million 
was charged against income and $11 mil¬ 
lion deferred. The total charge against in¬ 
come, including amortization of deferred 
amounts, was $48 million in 1974 and $3 
million in 1973. Deferred translation charges 
included in Prepaid and Deferred Charges 
were $35 million at December 31,1974, and 
$18 million at December 31,1973. 


These charges do not reflect the impact of 
currency changes on foreign operating in¬ 
come statements. As stated under Major 
Accounting Policies, such operating gains 
and losses generally are included in rev¬ 
enues, costs, and expenses. 


Notes and Loans Payable 


(In millions) 

1974 

1973 

Notes and loans payable 
to banks 

$651 

$235 

Notes payable to holders of 
commercial paper 

_ 

74 

Notes and loans payable 
to others 

91 

40 


$742 

$349 


The average interest rates on notes and 
loans payable principally to banks were 
10% and 8%% at December 31, 1974, and 
1973, respectively. The average interest rate 
on commercial paper outstanding at De¬ 
cember 31, 1973, was 9%%. The maximum 
amount of these short-term borrowings out¬ 
standing at the end of any quarter during 
1974 was $1,077 million, while the quarterly 
average amount outstanding during the 
yearwas $670 million.The maximum amount 
of these short-term borrowings outstanding 
at the end of any quarter during 1973 was 
$376 million, while the quarterly average 
amount outstanding during the year 1973 
was $342 million. The weighted average in¬ 
terest rate on aggregate short-term borrow¬ 
ings, as determined by dividing interest ex¬ 
pense applicable to short-term borrowings 
by the average amount outstanding, was 
11V 2 % for 1974, and 7% % for 1973. 

At December 31, 1974, and 1973, unused 
lines of credit for short-term financing 
amounted to $327 million and $322 million, 
respectively. Of these lines, $168 million 
supported commercial paper borrowing ar¬ 
rangements of Mobil Oil Credit Corporation 
(Credit), a wholly owned, unconsolidated, 
domestic, finance subsidiary, and may be 
used by either Credit or Mobil. At December 
31,1973, $109 million supported commercial 
paper borrowing arrangements of Mobil. 

In December, 1974, Credit began to operate 
Mobil’s credit card business, to purchase ac¬ 
counts receivable from Mobil, and to issue 
short-term debt not guaranteed by Mobil. On 


December 31, 1974, Credit had $178 million 
of accounts receivable and $127 million of 
commercial paper outstanding. 

U.S. Regulation 

The petroleum industry in the United States 
continues to be subject to Federal Energy 
Administration regulations, including crude 
oil and refined product allocation and price 
control. In addition, interstate natural gas 
prices continue to be subject to the jurisdic¬ 
tion of the Federal Power Commission. In 
view of the uncertain interpretations associ¬ 
ated with various restraints and regulations 
imposed by such agencies, Mobil has made 
appropriate provision for items and issues 
not yet resolved. 

Taxes 

Taxes in the United States and abroad 
amounted to $6,337 million in 1974, an in¬ 
crease of $1,768 million over the 1973 total 
of $4,569 million. Investment tax credits ap¬ 
plied as a reduction of the provision for U.S. 
income taxes were $11 million in 1974 and 
$16 million in 1973. 


(In millions) 

1974 

1973 

Excise and state gasoline 
taxes 

$1,355 

$1,230 

Import duties 

2,021 

1,930 

Property, production, payroll, 
and other taxes 

234 

215 


3,610 

3,375 

Income taxes—United States 
and other countries 

Current 

2,556 

1,146 

Deferred 

171 

48 


2,727 

1,194 

Total taxes 

$6,337 

$4,569 


Total income tax expense provided in 1974 
amounted to $2,727 million or 72.2% of in¬ 
come before income taxes of $3,775 million. 
When the statutory U.S. income tax rate 
(48%) is applied to income before taxes, the 
result is $1,812 million. Mobil’s income tax 
expense for 1974 exceeded this amount by 
$915 million which was 24.2% of income be¬ 
fore income taxes. In 1973, the difference 
was $213 million, or 10.4%. The difference 
between the tax provision and the multi¬ 
plication of income before taxes by the 
statutory U.S. income tax rate is primarily 
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attributable to the items in the table below: 



1974 

1973 

Foreign taxes in excess of 48% 

25.0% 

12.0% 

U.S. percentage depletion 

(2.5) 

(2.7) 


Other items, net (including U.S. 

state and local income tax, 

investment tax credit, preference 

tax, and the effect of including 

equity interest in net income of 

certain unconsolidated foreign 

and domestic companies) 1.7 1.1 

24.2% 10.4% 

Mobil’s share of the undistributed earnings 
of consolidated subsidiaries and companies 
accounted for on the equity method, which 
could be subject to additional income taxes 
if remitted, was approximately $1,000 mil¬ 
lion at December 31,1974. 

No provision has been made for taxes which 
could result from the remittance of such un¬ 
distributed earnings since it is the corpo¬ 
ration’s intent to reinvest these earnings 
indefinitely. If such reinvested earnings of 
foreign companies were to be remitted, for¬ 
eign tax credits would be available to reduce 
the amount of U.S. taxes which otherwise 
would be payable. 

Reserves 

At December 31, reserves for insurance, 
employee benefits, and contingencies af¬ 
fecting foreign operations were as follows: 


(In millions) 

1974 

1973 

Insurance 

$ 44 

$ 44 

Employee benefit plans 

159 

133 

Contingencies affecting 
foreign operations 

19 

19 


$222 

$196 


The corporation’s policy is to fund benefit 
plan costs currently, except for certain self- 
administered plans for which estimated 
costs are accrued currently in the reserve 
for employee benefit plans. 

In the United States, Mobil’s employee bene¬ 
fits program provides pensions, group life 
insurance, and savings plans, as well as sev¬ 
eral supplementary benefit plans covering 
such contingencies as sickness and acci¬ 
dents. During 1974, certain improvements 
were made in the pension plan of Mobil. 
The market value of the pension plan fund 
assets plus pension plan accruals were suffi¬ 


cient to cover the estimated vested benefits 
at December 31, 1974, including the 1974 
improvements. Affiliates outside the United 
States also provide for various pension and 
other benefit programs. Pension programs 
cover substantially all employees of the 
corporation. 

The total charge to income for pension 
plans was $87 million in 1974 (of which $18 
million related to the 1974 improvements 
mentioned above), and $51 million in 1973. 
The Employee Retirement Income Security 
Act of 1974, which became law on Septem¬ 
ber 2, 1974, is not expected to have any 
material impact in future years upon the 
charge to income for pension plans. 

Long-Term Debt 

At December 31, 1974, long-term debt 
amounted to $1,729 million, an increase of 
$642 million from the $1,087 million out¬ 
standing at year-end 1973. Long-term debt 
consisted of the following, with weighted 
average interest rates at December 31,1974, 
in parentheses: 


(In millions) 

1974 

1973 

United States dollars 

7%% debentures due 2001 $ 

200 $ 

200 

4Va % debentures due 

1993, less $8 in treasury 

155 

160 

2 V 2 % debentures due 

1976, less $8 in treasury 

49 

51 

Notes payable, at, to fractionally 
above, prime due 1977 and 1979 

400 

_ 

7V4% notes payable due 1988-97 

200 

200 

Notes at interbank offered rate 
for Eurodollar deposits plus 
agreed differential of up to 

1% due 1977-79 

100 


4Va % notes payable due 1979-88 

60 

60 

Notes payable (7V4 %) due 1976-79 

28 

27 

Non-interest bearing 
advances due 1976-80 

44 

35 

5.90% debentures due 2001 

38 

— 

7% debentures due 1986 

29 

31 

Other (6%) due 1976-81 

15 

6 

1,318 

770 

Swiss francs (6%) due 1976-90 

194 

153 

French francs (7V4%) due 1976-85 

104 

45 

German marks (5%%) due 1976-80 

24 

25 

Japanese yen (9%%) due 1976-82 

22 

12 

British pounds (6%%) due 1976-85 

20 

36 

Other currencies (7%) due 1976-88 

47 

46 

$1,729 $1,087 


The amounts of long-term debt which be¬ 
come due during the years 1976 through 
1979 approximate: 1976—$150 million; 1977 
—$491 million; 1978—$67 million; and 1979 
—$118 million. These amounts do not include 
$7 million of sinking fund requirements 
which may be satisfied by debentures cur¬ 
rently held in the treasury. 

As of March 1, 1975, Mobil borrowed $300 
million through the issuance of 8.45% 30 
year guaranteed debentures by its wholly 
owned subsidiary, Mobil Alaska Pipeline 
Company. 

Incentive Compensation Plan 

In accordance with the corporation’s Incen¬ 
tive Compensation Plan, a provision of $10 
million was made in 1974. A provision of $7 
million was made in 1973. These amounts 
were substantially less than the plan per¬ 
mits. 

Stock Option Plans 

Under the Stock Option Plan approved by 
shareholders in 1974, options may be 
granted to key employees to purchase a 
maximum of 1,000,000 shares of capital 
stock. No additional options may be granted 
under the 1969 plan. Options are granted at 
100% of the fair market value of Mobil stock 
at the time of the award and generally may 
be exercised in annual installments after the 
first year. “Qualified” options have a maxi¬ 
mum life of five years and “non-qualified" 
options have a maximum life of ten years. 


Transactions in 1974 under the two plans 
are summarized below: 



1974 

Plan 

1969 

Plan 

January 1,1974- 
shares under option 

_ 

779,630 

Options granted at 
prices ranging from 
$41.94 to $48.94 

620,390 

73,250 

Options surrendered 
or canceled 

(4,000) 

(37,175) 

Options exercised at 
price of $48.00 

_ 

(1,575) 

December 31,1974- 
shares under option 

616,390 

814,130 

Options exercisable 
at December 31,1974 

500 

429,855 

at an average price of 

$41.94 

$56.80 
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At December 31, 1974, there were 383,610 
shares available for option under the 1974 
plan. 

During 1973, options for 67,200 shares were 
exercised under the 1969 plan, for 23,600 
shares under the 1965 plan, and for 25,210 
shares under the 1960 plan at prices rang¬ 
ing from $34.72 to $55.50. 

The excess of proceeds over par value of 
shares issued under the stock option plans, 
amounting to $4 million in 1973, was credi¬ 
ted to capital surplus. The par value of the 
shares of $1 million was credited to capital 
stock. 

Capital Stock 

At December 31,1974, a total of 103,339,819 
shares of $7.50 par value had been issued, 
including 1,481,367 held in the treasury. 
Shares outstanding at year end totaled 
101,858,452. The increase of 2,029 shares 
during 1974 and 117,019 shares in 1973 re¬ 
sulted almost entirely from the issuance of 
shares under the stock option plans. 

Rentals 

Net rental expense for 1974 amounted to 
$344 million after deducting rentals from 
subleases of $41 million. For 1973, the net 
rental expense was $239 million after de¬ 
ducting sublease income of $41 million. 
Rental expense included contingent rentals 
of $7 million in 1974 and $4 million in 1973. 
Contingent lease rental payments are deter¬ 
mined generally by volumetric measurement. 

Some rental agreements contain escalation 
provisions that may require higher future 
rent payments. Mobil does not expect that 
such rent increases, if any, will have a mate¬ 
rial effect upon future earnings. 

If noncapitalized financing leases (as de¬ 
fined by the Securities and Exchange Com¬ 
mission) were capitalized and the related 
assets amortized over the lives of the leases 
and interest expense accrued on the basis 
of the outstanding lease liabilities, the effect 
upon net income, as compared with actual 
rent expense incurred, would have been 
immaterial. 

Commitments and Contingent Liabilities 

At December 31, 1974, the minimum rental 


commitments under all noncancelable 
leases, reduced by rentals to be received 
from existing noncancelable subleases, are 
shown in the table below: 


All 

(In millions) Tankers Other Total 


1975 

$186 

$ 66 

$252 

1976 

106 

67 

173 

1977 

57 

57 

114 

1978 

41 

45 

86 

1979 

37 

41 

78 

1980-1984 

94 

134 

228 

1985-1989 

1 

56 

57 

1990-1994 

— 

29 

29 

1995 and beyond 

— 

41 

41 


The amounts receivable under existing non¬ 
cancelable subleases included in the de¬ 
termination of the commitments were not 
material. 

Substantial commitments were also made in 
the normal course of business for the acqui¬ 
sition or construction of properties, plants, 
and equipment (including tankers for time¬ 
charter to Mobil). 

The corporation has guaranteed approxi¬ 
mately $98 million of the obligations of 
others, excluding certain cross-guarantees 
(about $71 million) of foreign customs duties 
made with other responsible companies in 
the ordinary course of business. In addition, 
the corporation has guaranteed specified 
revenues from crude and product shipments 
under agreements with pipeline companies 
in which it holds stock interests. If these 
companies are unable to meet certain obli¬ 
gations, Mobil may be required to advance 
funds against future transportation charges. 
No material loss is anticipated under these 
guarantees. 

The corporation is of the opinion that, while 
the ultimate liability in respect of litigation 
and other claims pending against the corpo¬ 
ration cannot be determined at this time, 
such liability, to the extent not provided for 
through insurance or otherwise, is not likely 
to be of material importance in relation to 
the corporation’s accounts. 


Financial Statements 


Report of Certified Public Accountants 


Board of Directors and Shareholders 
Mobil Oil Corporation 


We have examined the accompanying con¬ 
solidated balance sheet of Mobil Oil Corpo¬ 
ration at December 31,1974 and the related 
consolidated statements of income, earn¬ 
ings retained in the business and changes in 
financial position for the year then ended. 
Our examination was made in accordance 
with generally accepted auditing standards, 
and accordingly included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary in 
the circumstances. We have previously 
made a similar examination of the consoli¬ 
dated financial statements for the prior year. 


In our opinion, the statements mentioned 
above present fairly the consolidated finan¬ 
cial position of Mobil Oil Corporation at 
December 31, 1973 and 1974 and the con¬ 
solidated results of operations and changes 
in financial position for the years then ended 
in conformity with generally accepted ac¬ 
counting principles applied on a consistent 
basis during the period. 




277 Park Avenue 
New York, N.Y. 10017 
March 3,1975 
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Consolidated Statement of Income 


Mobil Oil Corporation 


1974 

Year Ended December 31 1973 

Revenues 

Sales and services (including excise and state gasoline taxes: 

1974—$1,354,982,000; 1973-$1,229,945,000) 

$20,284,015,000 

$12,620,058,000 

Interest, dividends, and other revenue 

207,034,000 

135,494,000 

Total Revenues 

20,491,049,000 

12,755,552,000 

Costs and Expenses 

Crude oil, products, materials, and operating expenses 

10,881,623,000 

5,390,665,000 

Exploration expenses, including non-productive wells 

189,718,000 

147,941,000 

Selling and general expenses 

1,314,484,000 

1,208,622,000 

Depreciation, depletion, and amortization 

570,349,000 

493,188,000 

Interest and debt discount expense 

150,211,000 

96,889,000 

Taxes other than income taxes 

3,610,137,000 

3,375,319,000 

Income taxes 

2,727,081,000 

1,193,616,000 

Total Costs and Expenses 

19,443,603,000 

11,906,240,000 

Net Income 

$ 1,047,446,000 

$ 849,312,000 

Net Income Per Share 

$10.28 

$8.34 


Consolidated Statement of Earnings Retained in the Business 



1974 

Year Ended December 31 1973 

Earnings Retained in the Business—Beginning of Year 

$ 4,330,237,000 

$ 3,766,046,000 

Net income 

1,047,446,000 

849,312,000 

Cash dividends paid 

(325,946,000) 

(285,121,000) 

Earnings Retained in the Business—End of Year 

$ 5,051,737,000 

$ 4,330,237,000 


See Major Accounting Policies and Financial Review on pages 30-36. 
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Consolidated Balance Sheet 


Assets 

1974 

December 31 1973 

Current Assets 

Cash 

$ 272,994,000 

$ 218,270,000 

Marketable securities, at amortized cost (approximating market) 

725,980,000 

624,409,000 

Accounts and notes receivable (less estimated doubtful accounts) 

2,864,014,000 

2,143,753,000 

Inventories 

Crude oil and products 

1,803,365,000 

854,540,000 

Materials and supplies 

160,934,000 

97,903,000 

Total Current Assets 

5,827,287,000 

3,938,875,000 


Investments and Long-Term Receivables 

Investment in unconsolidated subsidiaries 

885,323,000 

27,270,000 

Other investments and long-term receivables 

785,972,000 

900,524,000 

Total Investments and Long-Term Receivables 

1,671,295,000 

927,794,000 


Properties, Plants, and Equipment (at cost) 

Producing 

4,443,325,000 

3,938,153,000 

Refining 

2,630,192,000 

2,315,530,000 

Marketing 

2,383,488,000 

2,395,896,000 

Marine 

730,888,000 

636,541,000 

Pipelines 

394,440,000 

375,552,000 

Chemicals 

495,161,000 

433,978,000 

Other 

172,231,000 

158,281,000 


11,249,725,000 

10,253,931,000 

Less accumulated depreciation, depletion, and amortization 

4,938,345,000 

4,619,167,000 

Net Properties, Plants, and Equipment 

6,311,380,000 

5,634,764,000 


Prepaid and Deferred Charges 

264,328,000 

188,998,000 

Total 

$14,074,290,000 

$10,690,431,000 

See Major Accounting Policies and Financial Review on pages 30-36. 
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Mobil Oil Corporation 


Liabilities and Shareholders’ Equity 

1974 

December 31 1973 

Current Liabilities 

Notes and loans payable 

$ 742,193,000 

$ 348,501,000 

Accounts payable and accrued liabilities 

3,133,162,000 

1,956,269,000 

Income, excise, state gasoline, and other taxes payable 

1,259,526,000 

1,021,021,000 

Long-term debt maturing within one year 

71,522,000 

49,208,000 

Total Current Liabilities 

5,206,403,000 

3,374,999,000 


Long-Term Debt 

1,729,199,000 

1,087,288,000 


Deferred Credits 

Deferred income taxes 

401,827,000 

234,846,000 

Other 

54,443,000 

57,235,000 

Total Deferred Credits 

456,270,000 

292,081,000 


Reserves 

For insurance, employee benefits, and contingencies affecting foreign operations 

221,599,000 

196,457,000 


Minority Interest in Consolidated Subsidiary Companies 

24,453,000 

24,834,000 


Shareholders’ Equity 

Capital stock 

775,049,000 

775,037,000 

Capital surplus 

670,397,000 

670,333,000 

Earnings retained in the business 

5,051,737,000 

4,330,237,000 


6,497,183,000 

5,775,607,000 

Less capital stock held in treasury (at cost) 

60,817,000 

60,835,000 

Total Shareholders’ Equity 

6,436,366,000 

5,714,772,000 

Total 

$14,074,290,000 

$10,690,431,000 


See Major Accounting Policies and Financial Review on pages 30-36. 
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Consolidated Statement of Changes in Financial Position 



Mobil Oil Corporation 

Year Ended December 31 1973 



1974 

Source of Working Capital 

Operations 


Net income 


$1,047,446,000 

$ 849,312,000 


Depreciation, depletion, and amortization 


570,349,000 

493,188,000 


Deferred income taxes 


170,748,000 

47,450,000 


Excess of dividends received over equity in income of unconsolidated companies 


144,024,000 

(26,685,000) 


Total from operations 


1,932,567,000 

1,363,265,000 


Book value of properties, plants, and equipment sold 


182,967,000 

28,442,000 


Long-term debt increases 


733,551,000 

92,717,000 


Issuance or sale of capital stock 


94,000 

5,181,000 


Total Source 


2,849,179,000 

1,489,605,000 


Application of Working Capital 


Capital expenditures 


1,449,708,000 

1,185,763,000 


Investments and long-term receivables 


887,525,000 

29,758,000 


Long-term debt reductions 


91,640,000 

88,835,000 


Cash dividends 


325,946,000 

285,121,000 


Other, net 


37,352,000 

(24,577,000) 


Total Application 


2,792,171,000 

1,564,900,000 


Increase (Decrease) in Working Capital 


$ 57,008,000 

$ (75,295,000) 


Increase (Decrease) in Working Capital by Major Component 


Cash and marketable securities 


$ 156,295,000 

$ 243,897,000 


Accounts and notes receivable 


720,261,000 

424,239,000 


Inventories 


1,011,856,000 

82,938,000 


Notes and loans payable 


(393,692,000) 

90,065,000 


Accounts payable and accrued liabilities 


(1,176,893,000) 

(714,151,000) 


Income, excise, state gasoline, and other taxes payable 


(238,505,000) 

(201,992,000) 


Long-term debt maturing within one year 


(22,314,000) 

(291,000) 


Increase (Decrease) in Working Capital 


$ 57,008,000 

$ (75,295,000) 


See Major Accounting Policies and Financial Review on pages 30-36. 
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Operating Summary—Petroleum Operations 


Mobil Oil Corporation 



1974 

1973 

1972 

1971 

1970 

Crude Oil and Natural Gas Liquids Production- 
Including Quantities Received Under Long-Term 
and Special Arrangements 

(thousands of barrels daily) 

Gross Net 

Gross Net 

Gross Net 

Gross Net 

Gross Net 

United States 

420 363 

441 380 

457 394 

455 389 

452 385 

Canada 

134 86 

149 126 

132 112 

119 102 

113 96 

Latin America 

88 

120 

140 

138 

124 

Middle East 

1,475 

1,444 

1,332 

1,327 

1,120 

Other Eastern Hemisphere 

345 

353* 

338 

255 

274 

Total 

2,462 

2,507* 

2,399 

2,294 

2,083 

Natural Gas Production (million cubic feet daily) 

Gross Net 

Gross Net 

Gross Net 

Gross Net 

Gross Net 

United States 

2,669 2,281 

2,742 2,343 

2,763 2,352 

2,853 2,368 

2,783 2,299 

Canada 

327 268 

311 263 

280 237 

270 230 

238 200 

Other Countries 

585 

629 

552 

422 

358 

Total 

3,581 

3,682 

3,595 

3,545 

3,379 

Refinery Runs for Mobil (including processing agreements) 

(thousands of barrels daily) 

United States 

823 

907 

816 

777 

786 

Latin America 

88 

108 

117 

114 

120 

Middle East 

93 

112 

137 

115 

126 

Far East and Australasia 

412 

438 

361 

336 

316 

Europe and Turkey 

636 

699 

672 

615 

544 

Africa 

92 

101 

91 

88 

80 

Total 

2,144 

2,365 

2,194 

2,045 

1,972 

Petroleum Product Sales (thousands of barrels daily) 






Gasoline 

786 

823 

769 

734 

711 

Distillates (including jet fuel) 

709 

757 

776 

682 

656 

Residual fuels 

446 

560 

555 

540 

501 

Other products 

329 

342 

309 

292 

277 

Total 

2,270 

2,482 

2,409 

2,248 

2,145 

United States 

928 

1,009 

1,004 

948 

929 

Canada 

10 

9 

8 

8 

6 

Latin America 

98 

110 

106 

101 

94 

Middle East 

30 

47 

36 

34 

29 

Far East and Australasia 

431 

473 

434 

410 

394 

Europe and Turkey 

637 

680 

678 

616 

566 

Africa 

136 

154 

143 

131 

127 

Total 

2,270 

2,482 

2,409 

2,248 

2,145 

Deep-Sea Vessel Capacity Owned and Chartered 

(thousands of deadweight tons at year end) 

11,330 

9,355 

9,054 

8,116 

6,467 

Pipeline System (including partly owned facilities/miles at year end) 

United States 

23,491 

23,613 

23,467 

23,409 

23,425 

Other Countries 

16,692 

16,498 

17,382 

16,616 

15,912 


Operating statistics include the corporation’s interest in the operations of companies owned 50% or less. 

•Revised due to April, 1974, participation agreement with Libyan Government. This agreement was retroactive to September 1, 1973. 
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Financial Summary 




Mobil Oil Corporation 




(In millions) 

1974 

1973 

1972 

1971 

1970 

Summary of Operations 

Revenues 

Sales and services 

Refined petroleum products 

$13,323.2 

$ 8,588.9 

$ 6,971.1 

$6,103.9 

$5,459.4 

Crude oil 

3,552.6 

1,276.0 

1,001.6 

1,038.6 

764.9 

Natural gas 

435.1 

340.7 

286.9 

243.2 

207.4 

Chemicals 

871.0 

570.5 

470.0 

419.8 

406.2 

Other products 

322.9 

250.2 

207.4 

185.6 

156.3 

Services 

424.2 

363.8 

229.3 

251.9 

266.3 

Total sales and services 

18,929.0 

11,390.1 

9,166.3 

8,243.0 

7,260.5 

Excise and state gasoline taxes 

1,355.0 

1,230.0 

1,023.5 

909.0 

836.8 

Interest 

137.4 

83.2 

66.4 

76.4 

83.8 

Dividends 

19.1 

19.8 

18.4 

11.7 

17.3 

Equity in earnings of certain affiliated companies 

50.5 

32.5 

20.5 

9.0 

7.7 

Total Revenues 

20,491.0 

12,755.6 

10,295.1 

9,249.1 

8,206.1 

Costs and Expenses 

Crude oil, products, materials, and operating expenses 

10,881.6 

5,390.7 

4,249.9 

3,841.4 

3,460.4 

Exploration expenses, including non-productive wells 

189.7 

148.0 

150.0 

126.5 

124.3 

Selling and general expenses 

1,314.5 

1,208.6 

1,093.9 

994.7 

929.2 

Depreciation, depletion, and amortization 

570.4 

493.2 

444.3 

398.4 

392.1 

Interest and debt discount expense 

150.2 

96.9 

85.6 

81.2 

74.2 

Taxes other than income taxes 

3,610.1 

3,375.3 

2,894.5 

2,478.5 

2,251.2 

Income taxes 

2,727.1 

1,193.6 

802.7 

787.6 

492.0 

Total Costs and Expenses 

19,443.6 

11,906.3 

9,720.9 

8,708.3 

7,723.4 

Net Income 

$ 1,047.4 

$ 849.3 

$ 574.2 

$ 540.8 

$ 482.7 

Net income per share (based on average shares outstanding) 

$ 10.28 

$ 8.34 

$ 5.65 

$ 5.33 

$ 4.77 

Cash dividends 

325.9 

285.1 

269.3 

258.8 

243.1 

Per share 

3.20 

2.80 

2.65 

2.55 

2.40 

Capital and exploration outlays 

1,639.4 

1,333.7 

1,180.0 

1,037.6 

879.5 

Current assets 

5,827.3 

3,938.9 

3,187.8 

3,197.5 

3,203.7 

Current liabilities 

5,206.4 

3,375.0 

2,548.6 

2,203.4 

2,025.0 

Working capital 

620.9 

563.9 

639.2 

994.1 

1,178.7 

Investments and long-term receivables 

1,671.3 

927.8 

871.4 

766.5 

621.3 1 

Net properties, plants, and equipment 

6,311.4 

5,634.8 

4,979.5 

4,425.2 

3,950.0 i 

Long-term debt 

1,729.2 

1,087.3 

1,083.4 

1,134.3 

974.9 

Shareholders’ equity 

6,436.4 

5,714.8 

5,145.4 

4,832.0 

4,540.1 

Per share (based on shares outstanding at end of year) 

$ 63.19 

$ 56.11 

$ 50.57 

$ 47.59 

$ 44.81 

Number of shareholders (end of year) 

226,100 

213,700 

216,100 

223,000 

222,800 

Number of shares outstanding (end of year) 

101,858,000 

101,856,000 

101,739,000 

101,543,000 

101,313,000 

Number Of employees (excluding Marcor) (end of year) 

73,100 

73,900 

75,000 

75,300 

75,600 
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Management’s Analysis of Net Income—1973 versus 1972 


Mobil’s earnings in 1973 were $849 million, 
or $8.34 a share. This was 47.9% higher 
than the 1972 earnings of $574 million, or 
$5.65 a share. 

Of the $275 million worldwide earnings gain, 
more than three-quarters came from opera¬ 
tions outside the United States, and over 
half of the worldwide gain resulted from a 
single factor in the foreign area: the weak¬ 
ness of the U.S. dollar relative to various 
other currencies during most of 1973. Thus, 
the conversion into U.S. dollars of the profit- 
and-loss statements of Mobil affiliates in 
strong-currency countries had the effect of 
increasing total earnings by about $150 mil¬ 
lion. Without the currency conversion gains, 
Mobil’s worldwide earnings would have 
risen by 22%, instead of the nearly 48% 
reported. 

Earnings from U.S. operations, which were 
not affected by the currency conversion, 


increased only 15% in 1973. This repre¬ 
sented a recovery for earnings from U.S. op¬ 
erations, which had gone into a decline in 
the early 1970s. 

The 1973 increase in Mobil’s U.S. earnings 
largely reflected higher prices for the crude 
oil and natural gas produced by the com¬ 
pany, as well as a reduction in U.S. market¬ 
ing expenses. The higher prices Mobil paid 
for the large volumes of crude oil and other 
raw materials the company had to buy sub¬ 
stantially offset increases in U.S. product 
prices. 

In the foreign area, in addition to the cur¬ 
rency factor, general product price improve¬ 
ment helped to offset large increases in 
crude oil costs. The contribution to corpo¬ 
rate earnings from Mobil’s chemical opera¬ 
tions, while not a major factor in Mobil’s 
results, rose significantly in 1973. 


Price Range of Capital Stock 

First quarter 

1974 

High 

56V2 

Low 

43% 

1973 

High 

75% 

Low 

61 

Second quarter 

463/6 

40 

72% 

59 

Third quarter 

42% 

32% 

66V 2 

54% 

Fourth quarter 

38 Vs 

30% 

65 

42Va 

The principal market for the trading of Mobil’s capital stock is the New York Stock Exchange. 


Quarterly Financial Data 





Net Income 



Revenues 

Income Taxes 



Per Share 

(In millions) 

1974 

1973 

1974 

1973 

1974 

1973 

1974 

1973 

First quarter 

$ 4,418 

$ 2,799 

$ 680 

$ 239 

$ 259 

$156 

$ 2.54 

$1.53 

Second quarter 

5,082 

2,968 

657 

303 

367 

184 

3.61 

1.81 

Third quarter 

5,466 

3,218 

594 

304 

278 

231 

2.72 

2.27 

Fourth quarter 

5,525 

3,771 

796* 

348 

143* 

278 

1.41* 

2.73 

Year 

$20,491 

$12,756 

$2,727 

$1,194 

$1,047 

$849 

$10.28 

$8.34 


•Fourth quarter results include a charge of $21 million (aftertax) related to the cancellation of the Paulsboro, N.J., refinery 
expansion and a provision of $24 million for retroactive Canadian tax increases. 
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